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SWIB invests the assets of the
Wisconsin Retirement System
through the Core Fund and
the Variable Fund, which
together are known as the
Retirement Funds.

The Core Fund accounted for
93.9 percent of the total
investment assets of the

Retirement Funds
as of December 31, 2020.

SWIB invests the assets of the Wisconsin Retirement System (WRS)
through the Core Retirement Investment Trust Fund (Core Fund) and
the Variable Retirement Investment Trust Fund (Variable Fund). The
Core Fund is a diversified fund that typically is invested for the

long term in several types of investments and provides less volatile
investment returns. The Variable Fund is a public equities securities
fund, or stock fund, that provides returns that are typically more
volatile than the Core Fund. Together these funds are known as the
Retirement Funds. SWIB reports the investment activity of the
Retirement Funds in the financial statements that are included in its
2020 Retirement Funds Annual Report, which may be found on SWIB’s
website. These financial statements are prepared by SWIB using
generally accepted accounting principles (GAAP) prescribed by the
Governmental Accounting Standards Board (GASB).

Total Investment Assets

On a GAAP basis, total investment assets of the Retirement Funds were
$157.9 billion as of December 31, 2020, compared to $137.4 billion as of
December 31, 2019. As of December 31, 2020, the Core Fund accounted
for $148.3 billion (93.9 percent) of the total investment assets of the
Retirement Funds and the Variable Fund accounted for $9.6 billion

(6.1 percent), as shown in Figure 1.
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The net investment position of
the Variable Fund increased
from $8.7 billion as of
December 31, 2019, to

$9.6 billion as of

December 31, 2020.

As shown in Figure 3, the net investment position of the Variable Fund
increased from $8.7 billion as of December 31, 2019, to $9.6 billion

as of December 31, 2020, or by 10.3 percent. The increase is primarily
attributed to strong overall investment returns from public equity
investments. From December 31, 2016, through December 31, 2020, the
net investment position of the Variable Fund increased by $2.6 billion,
or by 36.4 percent.
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As of December 31, 2020,
50.7 percent of the assets of
the Retirement Funds were

managed internally
by SWIB.

Internal and External Management

SWIB’s investment strategy for the assets of the Retirement Funds
employs a mix of internal and external management of assets. In
report 20-23, we described SWIB’s goal to increase the percentage of
assets managed internally because external management is more
expensive. However, the percentage of assets managed internally has
decreased.

Total assets managed, which are the total investment assets less related
investment liabilities, are reported by SWIB in required quarterly
reports to the Legislature under s. 25.17 (13m), Wis. Stats. As shown in
Figure 4, as total assets managed have increased the percentage of
assets managed internally by SWIB has decreased from 64.1 percent

as of December 31, 2016, to 50.7 percent as of December 31, 2020.
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Figure 4

Internal and External Management!
Retirement Funds’ Total Assets Managed

As of December 31
M Internal Management External Management
2016 2017 2018 2019 2020
35.9% 37.5% 43.4% 49.7% 49.3%
56.6%
64.1%
Total Assets $96.4 billion $108.4 billion $100.6 billion $116.5 billion $129.7 billion

Managed

! Total assets managed, which are the total investment assets less related investment liabilities, are reported by SWIB in
required quarterly reports to the Legislature under s. 25.17 (13m), Wis. Stats.

As noted in report 20-23, SWIB staff attributed increases in external
management of investments to a shifting of funds to external managers
for executing more complex active strategies that require investment
skills not available within SWIB. SWIB also noted that it continues to
seek to improve its information technology infrastructure and to
continue to recruit investment staff with expertise to manage a portion
of the assets managed by external managers. Retirement Funds
external management fees reported on the financial statements were
$432.4 million in 2020.

Audit Results

We provided unmodified As required by Wisconsin Statutes, we have completed an audit of
opinions on the financial the financial statements and related notes, of the Core Fund and the
statements of the Core Variable Fund, as of and for the year ended December 31, 2020. The
Fund and the Variable financial statements include information on the investment activity of
the Core Fund and the Variable Fund, including important disclosures,
such as those related to deposit and investment risk, and fair value
measurements as of December 31, 2020. To complete our audit of
the financial statements, we reviewed SWIB’s internal controls over
financial reporting, tested financial transactions, and reviewed the
financial statements, notes, and required supplementary information
that were prepared by SWIB management. We provided unmodified
opinions on the financial statements and related notes as of and for the
year ended December 31, 2020.

Fund investment activity
as of and for the year
ended December 31, 2020.
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SWIB took steps to address
the deficiency we reported
inour 2019 audit of the
financial statements of the
Retirement Funds.

We also issued our Independent Auditor’s Report on Internal Control
over Financial Reporting and on Compliance and Other Matters, which
is required by Government Auditing Standards, and begins on page 11.
We did not identify any control or compliance concerns that were
required to be reported under these standards. For our 2019 audit
(report 20-9), we reported a significant deficiency in internal control in
the Independent Auditor’s Report on Internal Control over Financial
Reporting and on Compliance and Other Matters. This deficiency
related to errors in the reporting of unfunded commitments in the
notes that accompany the financial statements. Based on our
recommendation, SWIB took steps in 2020 to address this deficiency.
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